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RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  XV — MORTGAGE  INSURANCE 
AND  LOAN  PROGRAMS  UNDER  THE 
EMERGENCY  HOMEOWNERS'  RELIEF 
ACT,  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  R-76-355] 

PART  2700— EMERGENCY  HOMEOWNERS’ 
RELIEF  PROGRAM 

Direct  Loans 

On  December  30,  1975,  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  published  its  final  rule  on  the 
Emergency  Homeowners’  Relief  Program 
(40  FR  59866) .  Subsequently,  it  received 
the  Department  of  Justice’s  disapproval 
of  the  plan  to  have  private  attorneys 
handle  collection-related  litigation  in 
the  direct  loan  program.  Accordingly, 
the  Department  is  amending  Supart  E 
and  Appendix  7  of  Part  2700  to  provide 
that  collection-related  litigation  in  the 
direct  loan  program  will  be  handled  by 
the  Department  of  Justice.  In  addition, 
this  amendment  gives  servicers  in  the  di¬ 
rect  loan  program  an  option  to  purchase 
direct  loans  from  the  Secretary,  upon  de¬ 
fault  by  the  homeowner,  so  that  the 
servicer  can  pursue  Its  own  collection 
litigation. 

Inasmuch  as  this  amendment  reflects 
a  policy  position  of  the  Department  of 
Justice  which  is  not  subject  to  rule  mak¬ 
ing  procedures  under  5  U.S.C.  553  and 
does  no  represent  an  independent  policy 
determination  by  HUD  subject  to  24  CFR 
Part  10,  comment  and  public  procedures 
are  not  applicable  and  the  amendment  is 
being  made  effective  upon  publication. 

A  Finding  of  Inapplicability  of  section 
102(2)  (C)  of  the  National  Environ¬ 
mental  Policy  Act  of  1969,  as  amended, 
has  been  made  in  accordance  with  pro¬ 
cedures  set  forth  in  HUD  Handbook 
1390.1.  That  Finding  of  Inapplicability 
Is  available  for  public  inspection  during 


normal  business  hours  in  the  office  of  the 
Rules  Docket  Clerk,  Room  10141,  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  451  Seventh  Street,  S.W.,  Wash¬ 
ington,  D.C.  Similarly,  a  Statement  of 
Inapplicability  of  inflation  impact  state¬ 
ment  procedures  with  respect  to  these 
regulation  amendments  is  available  for 
public  inspection  during  normal  business 
hours  at  the  same  office. 

Thus,  pursuant  to  authority  contained 
in  section  108(a)  of  the  Emergency 
Homeowners’  Relief  Act,  (12  U.S.C.  2707 

(a)).  Part  2700,  Subparts  E  and  F  of 
Title  24  of  the  Code  of  Federal  Regula¬ 
tions  are  amended  as  follows: 

1.  In  Subpart  E — Direct  Loans,  §  2700.- 
430  is  revised  to  read  as  set  forth  below: 

§  2700.430  Collection. 

(a)  If  a  homeowner  defaults  on  a  di¬ 
rect  loan,  the  servicer  shall  elect  (1)  to 
wait  while  the  Department  of  Justice 
proceeds  against  the  mortgage  securing 
the  loan  or  attempts  to  collect  on  the 
note,  and  then  to  make  an  accounting 
and  payment  to  the  Secretary,  as  pro¬ 
vided  in  §  2700.435,  or  (2)  to  make  an 
accounting  and  payment,  as  provided  in 
$  2700.435,  without  waiting  while  the  De¬ 
partment  of  Justice  proceeds  against  the 
mortgage  or  note. 

(b)  If,  pursuant  to  paragraph  (a)  of 
this  section,  the  servicer  elects  to  make 
an  accounting  without  waiting  while  the 
Department  of  Justice  against  the  mort¬ 
gage  or  note,  the  servicer,  at  the  time  of 
that  accounting,  will  have  the  option  of 
purchasing  the  loan  and  underlying 
mortgage  for  a  price  equal  to  0.5  times 
the  unpaid  principal  balance. 

2.  In  Subpart  E,  §  2700.435  is  revised 
to  read  as  follows : 

§  2700.435  Payment  to  the  Secretary. 

(a)  Before  the  expiration  of  the 
period  of  90  days  after  the  date  of  de¬ 


fault,  or  such  other  time  period  as  the 
Secretary  approves,  the  servicer  shall 
transmit  to  the  Secretary  on  the  last 
working  day  of  the  month  the  complete 
credit  and  collection  file  pertaining  to  the 
emergency  loan. 

(b)  At  the  same  time  the  servicer 
makes  the  transmittal  as  provided  in 
paragraph  (a)  of  this  section,  it  shall 
share  the  loss  on  the  loan  by  making  a 
payment  to  the  Secretary  in  an  amount 
equal  to  10  percent  of  the  sum  of:  (1) 
the  unpaid  principal  amount  of  the  loan 
less  the  amount  recovered;  and  (2)  the 
uncollected  interest  earned  up  to  the  date 
of  the  final  accounting.  Accompanying 
that  payment  shall  be  a  final  accounting 
of  the  loan  in  the  form  specified  in  Sub¬ 
part  F,  Appendix  7  of  this  part  and  the 
note  and  mortgage  executed  in  connec¬ 
tion  with  the  emergency  loan. 

(c)  Notwithstanding  the  provisions  of 
paragraph  (b)  of  this  section,  in  the 
event  that  the  aggregate  loss  borne  by 
the  Secretary  reaches  40  percent  of  the 
aggregate  amount  advanced  by  the  serv¬ 
icer  on  behalf  of  the  Secretary  under  this 
subpart,  the  servicer  shall  bear  the  bur¬ 
den  of  any  loss  in  excess  of  that  40  per¬ 
cent  by  making  an  appropriate  payment 
to  the  Secretary  within  the  time  period 
specified  in  paragraph  (a)  of  this  section. 

(d)  If  at  the  time  of  default  or  at  any 
time  subsequent  to  default,  a  person  pri¬ 
marily  or  secondarily  liable  for  the  re¬ 
payment  of  the  loan  is  a  “person  in  mili¬ 
tary  service,”  as  such  term  is  defined  in 
the  Soldier’s  and  Sailor’s  Civil  Relief  Act 
of  1940,  as  amended,  the  period  he  is  in 
the  military  service  and  3  months  there¬ 
after  will  be  excluded  in  computing  the 
time  within  which  an  accounting  and 
payment  are  to  be  made  pursuant  to 
paragraph  (a). 

3.  In  Subpart  F,  Appendix  7  of  Part 
2700  is  amended  to  read  as  follows : 
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pendix  7 *  Direct  Loan  Final  Accounting 


HUD  FORM  NO.  EI1RP — 

April  ;.«>76 

U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
.  OFFICE  OF  FINANCE  AND  ACCOUNTING 

EMERGENCY  HOMEOWNERS'  RELIEF  PROGRAM 

DIRECT  LOAN  FINAL  ACCOUNTING 

1.  SERVICER’S  NAME,  ADDRESS  AND  ZIP  CODE 


2.  MORTGAGEE  REFERENCE  NUMBER: 


Dum 


7.  HOMEOWNER'S  NAME,  ADDRESS  AND  ZIP  CODE 


SCHEDULE  I  -  COMPUTATION  OF  SERVICER'S  SHARE  OF  LOSS 
OF  LOAN 

A.  Unpaid  Principal  . . .  $ _ 

B.  Leu:  Recoveries . .  . 

C.  Net  Amount . . 

D.  Uncollected  Interest . .  . 

E.  Sum  of  Lines  C  and  D . .  . 

F.  90  percent  of  Line  E....... . . 

G.  Servicer's  Share  of  Lou 

(Line  E  minus  Line  F) .  •  _ 


SCHEDULE  II  •  COMPUTATION  OF  CEILING  ON  LOSS 
BEARABLE  BY  IiUD 

A.  Aggregate  Losses  Borne  by  HUD  before 

this  Claim . . .  | _ 

B.  90%  of  Lou  on  Loan  (Schedule  I,  Line  F) 

C.  Sum  of  Lines  A  and  B . .  . 

D.  40  %  o'f  Aggregate  Amount  of  Funds  Advanced ; 
Pursuant  to  24  CFR,  Part  2700,  Subpart  E 

E.  Additional  Servicer’s  Lou 

(Line  C  minus  Line  D) . .  • 

(Not  to  be  below  zero)  * 


3.  (HUD  USE  ONLY) 

4.  DATE  OF  DEFAULT 

Transfer 

Number: 

5.  DATE  OF  FORECLOSURE  (If  applicable): 


6.  DATES  OF  MILITARY  SERVICE  (If  applicable  under  24  CFR, 
Section  2700.435(d)) 


SCHEDULE  HI  .  OPTION  TO  PURCHASE 

□  lam  exercising  my  option  to  purchase  the  loan. 

O  I  am  not  exercising  my  option  to  purchase  the  loan. 


Purchase  Price 

(Line  A,  Schedule  I  x  0.5  ) , 


SCHEDULE  IV  •  COMPUTATION  OF  REMITTANCE  DUE  HUD 


A.  Servicer’s  Share  of  Lou  on  Loan 

(Schedule  1,  Line  G) .  $ 


B.  Additional  Servicer’s  Lou 
(Schedule  H,  Line  E  )  . . . , 


C.  Purchase  Price 
(Schedule  HI ) , 


D.  Remittance  due  HUD 

(Total  of  Lines  A,  B  and  C>... .  0 


WARNING 

Section  1001  of  the  U.S.  Criminal  Code  (18  U.  S.  C.  )  provides  in  part;  “Whoever,  in  any  matter  within  the  jurisdiction  of  any  department ...  of 
the  United  States  knowingly  and  willfully  . . .  makes  any  false  ...  or  fraudulent  statements  or  representations  . . .  shall  be  fined  not  more  than 
$10,000  or  imprisoned  not  more  than  5  years,  or  both." 


CERTIFICATION 

The  undersigned  hereby  certifies  that  to  the  best  of  his  knowledge  the  amounts  listed  above  comprise  the  complete  basis  of 
the  final  settlement  on  the  direct  loan  for  the  property  and  homeowner  identified  above,  and  the  information  shown  herein  is 
true  and  correct  and  is  documented  to  the  extent  required  in  the  credit  and  collection  file  transmitted  herewith. 


Signature  olid  Title  of  Official  of  the  Servicer 
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Note. — It  Is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  Impacts  of  this  reg¬ 
ulation  have  been  carefully  evaluated  In  ac¬ 
cordance  with  OMB  Circular  A-107. 

Effective  Date.  This  regulation  shall 
be  deemed  effective  on  June  9,  1976. 

John  B.  Rhinelander, 
Acting  Secretary  of 
Housing  and  Urban  Development. 

[FR  Doc.76-16645  Filed  6-8-76:8:45  am] 
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